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RAILWAY RATES. 



BY GENERAL HORACE PORTER. 



As the physician feels the pulse of the patient to ascertain 
the state of his health, so the public looks to the rates to judge of 
the condition of the railways. 

The constant reduction in charges which in this country has 
continued through a long series of years is the most noticeable 
feature of the railway situation. The average passenger rate per 
mile has fallen from over 3 cents in 1870 to 2.12 cents in 1890. 
The average freight rate per ton per mile has fallen in the same 
period from over 2 cents to .93 of a cent. 

We can form a more intelligent idea of the extremely low fig- 
ures which the rates in America have reached by comparing them 
with those of other countries. The following table furnishes a 
comparison as to passenger rates : 





First-class. 


Second-class. 


Third-class. 




Cts. 
4.42 
3.86 
3.10 
2.12 


Cts. 
3.20 
2.88 
2.32 


Cts. 
1.94 




2.08 
1.54 











The figures given for the European countries are the regular 
schedule rates ; the average of all the fares received, including 
reduced fares at excursion rates, would make the figures some- 
what less. The rate named as the average first-class fare of rail- 
ways in the United States is, strictly speaking, the average earnings 
per passenger per mile, and includes all classes ; but as the first- 
class passengers constitute about 99 per cent, of the travel, the 
rate given does not differ materially from the actual first-class fare. 
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When we take into consideration the excursion and the commu- 
tation rates, we find first-class passengers carried as low as half a 
cent a mile. 

The freight rates in the United States are, in general terms, 
only five-eighths of those charged on the continent of Europe and 
a little less than one-half of those which prevail in Great Britain. 
But it will be seen that in reality our charges are relatively even 
lower than stated by the above figures, when we consider that in 
the passenger service vastly superior accommodations are furnished 
in the way of heating, lighting, ventilation, ice-water, lavatories, 
and free carriage of baggage ; and that in the transportation of 
merchandise greater advantages are afforded by running freight 
trains at higher speed, making longer hauls without breaking bulk, 
and allowing cars to remain a greater length of time in the hands 
of shippers for loading and unloading; there being usually em- 
ployed from the latter cause from 20 to 25 per cent, more cars 
than would be necessary for the strict hauling of the traffic. 

In this connection we must also recollect that the cost of fuel, 
wages, and all construction material is considerably higher here 
than in Europe, while the population from which the railways 
derive their support is much more sparse ; the United States hav- 
ing 166,000 miles of railway with a population of 63,000,000, 
while Europe has only 135,000 miles with a population of 
335,000,000. 

When we consider the significant fact that for many years the 
improved equipment and higher speed of trains have entailed a 
steady increase in expense, the wages of the employees have been 
advanced, and the land required for additional sidings, terminals, 
and extensions has risen incalculably in price, while at the same 
time rates have undergone a continual reduction, the mind is 
naturally directed to an inquiry as to the cause. 

Over-production, the potent factor in the reduction of profits 
in all business, has made itself felt in the multiplication of com- 
peting railways, and the opening-up of water-ways. Besides this, 
some of the traffic will not bear a remunerative rate, such as low- 
priced crop products, lean ores, etc., which have to be hauled a 
long distance to reach a market. 

The legislatures of several of the States have enacted laws to 
effect a reduction of rates, the literal obedience to some of which 
would amount to the practical confiscation of railway property. 
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They have not confined themselves to the exercise of direct legis- 
lative action, as the immediate representatives of the people, but 
have resorted to the pernicious practice of delegating the extra- 
ordinary power to fix rates to commissions composed of a few 
individuals. What is known as the *' Granger " warfare against 
railways began in several States as early as 1873. In the year 1887 
Congress enacted the Inter-State-Commerce Law. Some of its 
provisions, such as those requiring the publication of open tariffs, 
which cannot be changed without due notice, prohibiting the 
issuing of passes, and prescribing penalties for discriminations to 
shippers, strike at acknowledged evils in railway management, 
and commend themselves to all good citizens ; but in other re- 
spects the law imposes so many unreasonable requirements and 
restrictions that it virtually deprives the railways of the few 
means which had been left to them of maintaining remunerative 
rates. Principal among these are what is known as the " long- 
and short-baul clause," which prohibits railway companies from 
receiving any greater compensation in the aggregate for a shorter 
than for a longer haul over the same line in the same direction, 
the shorter being included within the longer distance ; and the 
anti-pooling clause, which prevents railway companies from enter- 
ing into any agreements with each other for an apportionment of 
joint earnings. 

Like the law once passed by Congress to regulate the price of 
gold in the public market, and like all efforts to substitute legis- 
lative enactments for nature's great law of supply and demand, 
the tendency has been largely in the direction of defeating the 
very objects for which the Inter-State-Commerce Law was osten- 
sibly enacted. One purpose was to prevent combinations on the 
part of railways ; but the impossibility of reaching any harmony 
between the companies through cooperative measures, dictated by 
the natural laws of business, is gradually forcing them into joint 
ownerships and formidable consolidations. Another alleged 
object was to unify the methods of doing business among the 
various roads, to secure open and uniform rates, and to prevent the 
more powerful lines from becoming monopolies ; but the attempt 
to fit them all to a Procrustean bed — to require them to be oper- 
ated under the terms of the same law, regardless of their different 
conditions and circumstances — is having the effect of making the 
rich roads richer and the poor poorer. 
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To illustrate this, take the case of two parallel roads between 
competitive points; one having low grades, light curves, no 
water competition at local points, an abundance of coal upon its 
line, well-located terminals, and a large patronage ; the other 
having heavy grades, sharp curves, water competition at local 
points, no coal along its line, inconvenient terminals, and a small 
patronage. The same rates and conditions applied to both may 
enrich the one and bankrupt the other. Before the passage of 
the congressional law the first line was able to divide a portion of 
its business or its earnings with the second line and to insure it a 
living, as a consideration for maintaining remunerative rates. At 
present the only available means of assisting the poor line is by 
allowing it a " differential " — that is, agreeing that it may do its 
business at a rate less than that of its rich rival, for the purpose 
of securing an increased patronage ; and we thus have an instance 
of the thoroughly illogical practice of a weak company having to 
carry its freight and passengers at a rate less than that of a more 
favored competitor, as a consequence of the very fact that it costs 
the poor company more to do the business. Take also the case of 
two competitive lines such as the Erie and New York Central 
between New York and Buffalo. The Inter- State-Commerce Law 
applies to the former because it happens to run through more than 
one State, but not to the latter for the reason that it all happens 
to lie in the same State. 

A very grave injustice results to the railways of the United 
States from the fact that they are hampered by the law, 
while their active competitors in Canada, some of them 
heavily subsidized, are not subject to it and are free to obtain 
remunerative local rates upon business within their own country 
sufficient in itself to sustain them and earn profits ; which enables 
them to make unprofitable rates upon business competitive with 
the roads of the United States. If our roads attempt to meet 
this competition, they have to reduce their local rates and put their 
entire property in jeopardy. 

A similar injustice arises in competition with water-ways. 
Boat lines, having no capital invested in right of way and being at 
no expense for its maintenance, are able to make such low rates at 
competitive points that the railways, restricted as they are, can- 
not take measures to compete with water transportation. It is 
true that there is a provision in the act giving the Inter-State- 
VOL. CLIII.— NO. 421. 46 
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Commerce Commissioners authority in such cases to suspend the 
long- and short-haul clause under certain circumstances, but it 
has not been so generally exercised as to afford the desired relief. 
The present commissioners have administered the law intelligently 
and honestly, so that in their hands it has undergone a fair test ; 
but their best efforts have been embarrassed by its inherent de- 
fects and by State legislation. The whole subject is in a transi- 
tion and chaotic state ; Federal power and State sovereignty are 
in frequent conflict ; when under the national commission satis- 
factory inter-State rates are established, State commissions force 
a different rate through the portion of the territory which is within 
their jurisdiction ; the railway finds itself ground between the 
upper and nether millstones, and the shipper becomes the victim 
of constant and unforeseen fluctuations in rates. 

A demoralization in rates is frequently attributed to the action 
of speculative railway managers, who are supposed to break and 
to restore rates for the purpose of affecting the market price of their 
speculative holdings of securities ; but, while this may be true in 
some few instances, the public must look for a much more potent 
cause to explain the evil. It is natural to blame the manager of 
a railroad, whatever may be his motives, for not maintaining 
remunerative rates, but it must be recollected that one manager 
cannot accomplish this result without the cooperation of his com- 
petitors. Every one acknowledges the disastrous burdens entailed 
upon each of the great powers of Europe in maintaining an enor- 
mous army, but no one nation can safely disarm unless there is a 
general disarmament on the part of its rivals. The traffic of a 
railway is the commodity from the sale of which it must look for its 
living. If the commodity which a farmer or a merchant sells i« 
not disposed of in one season, he can hold it for the next ; but if 
the commodity of a railroad company is not availed of, it is found 
that it has been taken possession of by competitors, and that the 
railway company has suffered a loss which it cannot regain. Hence 
the railway manager is often inclined to suffer a loss of rates rather 
than a loss of tonnage. 

Heretofore the railway companies of this country have 
made strenuous, and up to a certain point successful, efforts 
to meet a reduction of rates by a reduction of expenses. The 
invention of the cheapened processes for making steel rails 
created 9 revolution in the economical working of railways j then 
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came improved locomotives of increased power and more economi- 
cal in fuel ; the freight car of ten tons' capacity and ten tons in 
weight has been superseded by one of thirty tons' capacity 
and only thirteen tons in weight, thus largely reducing the dead- 
weight to be hauled. It will thus be seen that many fortunate 
circumstances have assisted in accomplishing a reduction in 
expenses which cannot in all likelihood be repeated. A loss in 
the amount of traffic can be offset in part by a reduction of the 
working force, but a loss from the decrease of rates does not 
admit of this remedy. 

It is probable that a further reduction in rates would 
have to be met on some roads by reducing wages and scaling 
down the interest on securities. We must recollect, in view of 
such an aspect of the case, that the $10,000,000,000 invested in 
the railways of the United States earned last year an average of 
only 3.4 per cent/, and of this amount the capital stock, repre- 
senting the ownership, received an average of less than 1 per 
cent. 

There can be no doubt that every branch of industry in 
the country, if the subject were carefully and dispassionately 
considered, would declare in favor of railway peace, and the 
security of uniform, stable, and reasonable rates. The one 
million of railway employees are the first to suffer from the 
poverty of railways, either in reduction of wages or loss of occu- 
pation. The very large commercial industry which deals in rail- 
way supplies is quick to feel a diminution in the purchasing power 
by the companies. The travelling public soon takes alarm at the 
accidents that multiply rapidly upon poverty-stricken lines which 
have not the means of properly maintaining their roadways and 
equipment. The general markets both here and abroad are very 
sensitive to anything which affects railway earnings, and the 
financial depressions which occur when railways suffer affect 
every branch of business. 

In talking with intelligent men in London, PariB, Amsterdam, 
and Frankfort, I have found but one expression of opinion, 
which is to the effect that if the railways of the United States 
could secure stable and reasonable rates, and follow the example 
of England and other countries in putting a stop to railway wars, 
the favorite investment of all European capitalists would be 
American railway securities. Such a result would start a flow of 
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money to the United States which would give a new impulse to 
every kind of trade. 

The shipper would unquestionably derive the most im- 
portant and immediate benefit from a policy which would put 
an end to rate wars. At the present time he is forced to be 
a gambler in rates, just as importing merchants were com- 
pelled to be gamblers in gold before the return to specie payments, 
when the price of that metal was subject to daily fluctuations. 
He realizes the enormous outlay entailed upon railways in the 
payment of commissions and rebates, and in maintaining out- 
side agencies with numerous expensive offices, and he knows that 
any plan which would abolish these, insure permanent and reason- 
able rates, and so improve the credit of railway companies as to 
enable them to procure money on better terms, would bring 
about large savings, and that he would naturally share to some 
extent the economies thus effected. He cares very little how this 
result is brought about, so long as he secures first-class service at 
reasonably low rates, and is absolutely assured that such rates 
will be public, uniform, and permanent, and that it will be 
impossible for his rivals to obtain any advantage over him through 
discrimination. 

The practical question which this leads up to is the remedy. 
Before the passage of the Inter-State-Commerce Law the sim- 
plest means was pooling upon the basis of agreed percentages 
of business by the several competing roads and the evening-up 
by the diversion of traffic or payment in money to the roads 
which failed to carry their proportion of the tonnage. The 
principal defect was that this arrangement was not of such a 
nature as to be binding in law, and the penalties provided could 
not be enforced. 

An immediate relief could be afforded by an amendment to 
the Inter-State-Commerce Law authorizing pooling, provided it 
be conducted under the direct supervision of the Inter-State- 
Commerce Commissioners. Under such an arrangement there 
would be an assurance of permanency and stability in rates 
among the active competing lines, and while the present tariffs, 
by far the lowest in the world, might not be advanced, the rail- 
ways could introduce so many economies, and dispense with so 
much of the present expensive and complicated machinery for 
obtaining business, that their savings in this respect would insure 
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a reasonable profit. A bill providing for this was introduced in 
the Senate of the last Congress. It seemed to meet with con- 
siderable favor, but the adjournment was reached before the 
measure was brought to a vote. 

It is hard to imagine that any intelligent shipper in the coun- 
try could raise a valid objection to such an amendment. The 
objection on the part of railways might be that it would stimulate 
the building of more competing roads by encouraging the pro- 
moters of such enterprises to believe that upon the completion of 
the new lines they would be admitted to the pool ; but no remedy 
can be found which would not have some disadvantages. 

There are -persons who believe that the necessities of the case 
will lead Congress to proceed still further under the constitutional 
provision giving it the right to " regulate commerce among the 
several States/' and that it will extend its sole authority over all 
the railways, and at least end the unfortunate conflict between na- 
tional and State regulation. It is contended that, if Congress 
has the right to regulate the transit of a box of goods carried 
through the States, it may claim the right to regulate the means 
of transportation by which the box is carried — that is, the railway 
systems of the country. The extraordinary scope which has 
already been claimed for this constitutional provision prepares us 
for almost any interpretation of it. The framers of the constitu- 
tion undoubtedly intended it as a means of protection to the 
channels of through commerce, fearing that the States might 
attempt to swell their revenues by imposing transit duties upon 
business passing through their territory. But this very wise and 
necessary constitutional provision is now made a pretext for im- 
posing upon the channels of through commerce onerous restric- 
tions, which are a source of embarrassment instead of protection. 
In assuming the sole right to regulate the railway systems, Congress 
would be met by the fact that most of the railway companies are 
organized under State charters ; but it might perhaps overcome 
this difficulty by granting them national charters. On the ques- 
tion of regulating our great channels of commerce Congress "is 
now astride of the fence, and it would be a relief to all parties in 
interest to have it get down on one side or the other. 

The remedy which is resorted to at present for steadying the 
rates is that which is effected by the formation of traffic associa- 
tions composed of competing lines. These have brought the railway 
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officers together in joint meetings, have cultivated a more friendly 
feeling among them, and have led to joint traffic agreements 
which have been of benefit both to the rcids and the shippers in 
many ways. The inherent difficulties and disadvantages of the 
method are the following : It is generally impossible to have all 
the competing lines enter the association, and the one which 
remains outside is independent as to the fixing of rates, and prac- 
tically has a " call " on the business ; traffic has to be 
equalized by the granting of "differentials," the distribu- 
tion of tonnage, and the evening-up of passenger busi- 
ness by trying to divert it at times to particular lines ; 
the companies retain their distinct individuality, and no compre- 
hensive arrangement can be made for a common use of cars in 
order to divert them to certain lines at different seasons according 
to the exigencies of the service created by the moving of the dif- 
ferent crops ; the association being liable to termination upon 
comparatively short notice, the roads do not feel justified in aban- 
doning their numerous outside agencies and expensive machinery 
for obtaining business, knowing that there would be great diffi- 
culty in reestablishing them in case of the dissolution of the as- 
sociation. Attempts have been made to strengthen such organ- 
izations by making more stringent provision for penalties, ex- 
tending the life of the association for a term of years without the 
power to terminate it sooner, and agreeing upon a joint agent at 
each of the principal competing points, with full authority to dis- 
tribute the business as nearly as may be upon agreed percentages; 
but such action has thus far been deemed too radical to secure 
the approval of a sufficient number of the parties in interest. 

It has also been proposed to unite the boards of the several 
roads in the association into a congress of boards, such congress in 
joint meeting to dictate the policy of the several roads and ap- 
point all their officers. 

A plan which is meeting with much favor at present is the 
proposition to create a joint ownership by forming a parent cor- 
poration, which by purchase or exchange of stocks shall become 
the proprietor of the association roads. Such a plan would se- 
cure the economies which are always brought about by the whole- 
sale as against the retail method of doing business, and would be 
a much more effective «ure for existing evils than the temporary 
methods which have thus far been put in practice. It is a no- 
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ticeable fact that the tendency towards common ownership or 
consolidation is increasing, and that the difficulties with which 
railways have been surrounded are gradually forcing this remedy 
upon them as a measure of self -protection. At every important 
meeting of an association more potent methods are adopted, and 
each year finds an increased number of roads absorbed ^y others. 

There is much encouragement to be derived from the rapidly- 
increasing traffic of the country, the better prices now received 
by crop-growers, the decrease in competitive railway construction, 
and the conservatism which will be brought about through in- 
vestments in railway securities by the people of those States in 
which few of such securities are now held. 

With a proper exercise of the large experience and recognized 
ability possessed by railway managers, and public discussions which 
will lead to a better knowledge of the subject, there are good rea- 
sons to believe that a better understanding will be reached between 
legislators, shippers, and railway companies, and that methods 
will be introduced which will be for the good of all and end the 
possibilities of further warfare. If unremunerative rates are 
forced upon the railways, they will unquestionably lead to a de- 
terioration of the service and the impossibility of raising money 
to build necessary extensions and create new roads. Capital, 
which furnishes the sinews of all business, will shun localities 
which render investments unprofitable, disbursements will be 
smaller, the purchasing power of customers will be reduced, and 
every branch of trade will feel the evil effects. It is a sound axiom 
that whatever injures a part injures the whole, and no one great 
industry of the country can suffer without others suffering in some 
degree. The moral of the ancient fable is very pertinent to this 
case : when the limbs entered upon a warfare against the stom- 
ach and refused to contribute their share to its support, their en- 
feebled condition, which resulted from its inability to nourish 
them, soon brought them to a realizing sense of the value of the 
principle of mutual assistance. 

Horace Porter. 



